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We have audited the financial statements of this local unit of govemment and rendered an opinion on financial statements prepared in
accordance with the Statements of the Govemmental Accounting Standards Board (GASB) and the Uniform Reporting Formal for
Financial Statements for Counties and Local Units of Govemment in Michigan by the Mlchlgan Department of Treasury.

We affirm that;
1. We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised,
2. We are certified public accountants registered to practice in Michigan.

We further affirm the following'. *Yes" responses have been disciosed in the financial statements, including the notes, or in the report of
comments and recommendations

You must check the applicable box for each item below.
[:_] Yes No 1. Certain component unitsfunds/agencies of the local unit are exciuded from the financial stalements.

[TJYes [/]No 2. There are accumulated deficits in one or more of this unit's unreserved fund batances/retained eamings (P.A.
275 of 1980).

[Jyes [/]No 3. There are instances of non-compliance with the Umform Accourting and Budgeting Act (P.A. 2 of 1968, as
amended).

[[Jyes [/]No 4. The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

[QYes [/]No 5. The local unit hoks depositsinvestments which do not comply with statutory requirements. (P.A. 20 of 1943,
. as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

[Jes No 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing unit.
_ The local unit has violated the Constitutional requirement (Article 9, Section 24} to fund curment year eamed
[]yes No 7. pension benefits (normal costs) in the cumrent year, If the plan is more than 100% funded and the overfunding
credits are mora than the normal cost requirement, no contributions are due (paid during the year).

DYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
. {MCL 129.241).

D Yes m No 9. The local unit has not adopted an investment policy as required by P.A, 196 of 1897 (MCL 128.95).
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REPORT OF INDEPENDENT AUDITORS

To The Honorable Board of Operations
Akron Fairgrove Wastewater System
Akron, Michigan

We have audited the accompanying financial statements of the business-type activities of the
Board of Operations-Akron Fairgrove Wastewater System, Akron, Michigan as of and for the year ended
March 31, 2005, which comprise the Board's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Board of Operahons-Akron Falrgrove Wastewater
System, Akron, Michigan's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

: o We conducted our audit in accordance with auditing standards generally accepted in the United

! ... States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by -
management, as well as evaluating the overall financial statement presentation. We believe that our

" audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in aill material respects,
the financial position of the Board of Operations - Akron Fairgrove Wastewater System, Akron, Michigan,
as of March 31, 2005 and the changes in financial position and cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The management's discussion and analysis on pages ii through iii are not a required part of the
basic financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
requnred supplementary information. However, we did not audit the information and express no opinion

NIETZKE & FAUPEL, P.C.
Sebewaing, Michigan

() Juy 15,2005
-i-

7274 Harttey St. « Box 499+ Pigéon, M1 48755 email@nfcpa.com | T 4f E, Main St, » Sebéwaing, M 48759 '
989.453.3122 » Fax 989.453.2219 www.nfcpa.com 9569.883.3122 » Fax 989.883.3400
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED MARCH 31, 2005

Introduction

The discussion and analysis of Akron Fairgrove Wastewater System’s financial performance provides
an overview of the Board of Operations financial activities for the year ended March 31, 2005. This
report is a part of the Board of Operations Annual Report.

The purpose of the Board of Operations is to supervise the operation of the wastewater system jointly
owned by the Vitlage of Akron and the Village of Fairgrove. The Board of Operations is composed of
two members from the Village of Akron and two members from the Village of Fairgrove.

Using the Annual Report

' This annual report consists of a series of financial statements as follows:

> The Statement of Net Assets presents information on all of the Board of Operation's assets
and liabilities, with the difference between the two reported as net assets.

» The Statement of Revenue, Expenses and Changes in Net Assets presents information
showing how the Board of Operations net assets changed during the most recent year. All
changes in net assets are reported on an accrual basis, that is, the event is recorded in the
accounting records when the underlying event takes place regardless of the timing of the
related cash flows.

» The Statement of Cash Flows presents the financial activities of the Board of Operations on a
cash received and cash paid basis. This statement also reconciles the change in cash
accounts for the Board of Operations from the prior year to the current year.

> The Notes to the Financial Statements provide additional details underlying the data provided
in the financial statements.

Financial Highlights
The Statement of Net Assets outlines the assets, liabilities and net assets of the Board of Operations.

The net assets increased from $64,889 in the prior year to $73,011 in the current year, an increase of
$8,122. The current year net assets include:

Unrestricted current assets (cash, investments, and receivables) $31,268 42.83%
Capital Assets 41,743 57.17%
Net Assets $73.011 100.00%

(CONTINUED) -ii-
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BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

MANAGEMENT’S DISCUSSION AND ANALYSIS
" FORTHE YEAR ENDED MARCH 31, 2005

The change in assets from the prior year were:

Unrestricted current assets (cash, investments, and receivable) $(28,674)
Capital Assets 36,796
Total Increase in Assets $ 8,122

The total liabilities increased from $359 to $573.

The change in net assets of $8,122 as shown on the Statement of Revenues, Expenses, and Changes
in Net Assets includes:

Operating income (operating revenues less operating expenses) $7,870
Non-Operating Revenues/Expenses _ 252
O Change in Net Assets | $8.122

The Board of Operations realizes nearly all of its operating revenue from two sources: charges for
services to the two Villages. Charges for services in the amount of $22,931 comprise 98.9% of the

revenue. The relative percentages for sources of revenue did not change significantly from one year to
the next. o .

During the fiscal year 2004 there were no significant variations between the actual revenues and
expenses and anticipated revenues and expenses as approved by the Board of Operations. The
overall financial position of the Board of Operations has not significantly changed from the prior year as

the agreement for services and funding between the Board of Operations and Villages has remained
fundamentally the same.

Requests for Information
This financial report is designed to provide residents of both the Village of Akron and the Village of
Fairgrove with a general overview of the Board of Operation’s finances and to show accountability for

the funding it receives. Questions concerning any of the information in this report should be addressed
to:

Robert Hill, Chairman
Michael Krause, Treasurer
Akron Fairgrove Wastewater
Akron, M| 48701

=n-
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O BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

STATEMENT OF NET ASSETS
MARCH 31, 2005
Current assets:
Cash in bank $ 25,189
Accounts receivable ____ 6652
Total current assets $ 31,841
Non-current assets:
Capltal assets:
Building and lagoon improvements ' 45,795
Equipment ‘ 7,127
Accumulated depreciation 11,179
Total capital assets, net of accumulated depreciation 41,743
Total non-current assets 41,743
Total assets 73,584
Current liabilities:
Accounts payable 573 .
O Total current liabitities _ ' 573
Net assets: _
Investment in capital assets 41,743
Unrestricted 31,268
Total net assets $ 73,011

O

The accompanying notes are an integral
part of the financial statements. ~2-
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A BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

YEAR ENDED MARCH 31, 2005
OPERATING REVENUES:
Charges for services $ 22931
Total operating revenue $ 22,931
OPERATING EXPENSES:
Depreciation 2,499
Insurance 1,389
Lagoon analysis 1,250
Miscellaneous 212
Operating supplies 548
Permits ' : 800
Professional fees 869
Repairs 2,152
Salaries and board fees 5,210
Utilities _ 132
o Total operating expenses 15,061
Operating income 7,870
NON-OPERATING REVENUES:
Interest income 252
Total non-operating revenues 252
Change in net asséts 8,122
NET ASSETS AT APRIL 1, 2004 64,889
NET ASSETS AT MARCH 31, 2005 3 73,011

The accompanying notes are an integral
part of the financial statements. -3-
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STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from villages for wastewater services
Cash payments to employees
Cash payments to suppliers for materials and services

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Acquisition of assets

Net cash (used) by capita! and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest income

Net cash provided by investing activities

O Cash at April 1, 2004
Cash at March 31, 2005

RECONCILIATION OF OPERATING INCOME TO NET
CASH FLOWS FROM OPERATING ACTIVITIES:

Operating income
Add depreciation expense

Changes in current assets and current liabilities
(Increase) in current assets:
Accounts receivable
Increase in current liabilities:
Accounts payable

Net cash flows from operating activities

O

The accompanying notes are an integral -
part of the financial statements. -4-

BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

$ 22,582
(5,210)
(7.139)
$ 10,233
(39,295)
(39,295)
252
252
53,999
$ 25189
$ 7.870
2,499
(350)
214
$ 10,233
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BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Board of Operations-Akron Fairgrove Wastewater System was formed March 11, 1980, as a
result of a contract between the Village of Akron and the Village of Fairgrove regarding their joint
ownership and operation of their wastewater system. The Board was established to supervise the
operation of the system including maintenance of all facilities and equipment. In retum the Board bills the
Villages on a quarterly basis for their proportionate share of expenses based on metered amounts of
wastewater collected for treatment by the facility.

The Board of Operations is composed of two members from the Village of Akron and two members
from the Village of Fairgrove.

The financial statements of the Board have been prepared in conformity with accounting principles
generally accepted in the United States of America as applied to enterprise funds of governmental units.
The Govermmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The significant accounting
principles and policies are described below.

In June 1999, GASB unanimously approved Statement No. 34 Basic Financial Statements — and
Management's Discussion and Analysis ~ for State and Local Govemments. Certain of the significant
changes in the Statement include the following:

. For the first time the financial statements include:
A Management Discussion and Analysis (MD&A) section providing an analysis of

the Board's overall financial position and results of operations.

Financial statements prepared using full accrual accounting for all of the Board's
activities.

. A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes to

financial statements). The Board has elected to implement the general provisions of the Statement in the
current year.

(CONTINUED) -5-
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BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Principles Determining Scope of Reporting Entity:

in evaluating how to define the Board for financial reporting purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity is
made by applying the criteria set forth in GAAP. The basic-but not the only-criterion for including a
potential component unit within the reporting entity is the governing body's ability to exercise oversight
responsibility. The most significant manifestation of this ability is financial interdependency. Other
manifestations of the ability to exercise oversight responsibility include, but are not limited to, the selection
of governing authority, the designation of management, the ability to significantly influence operations and
accountability for fiscal matters. The other criterion used to evaluate potential component units for
inclusion or exclusion from the reporting entity is the existence of specia! financing relationships,
regardiess of whether the Board is able to exercise oversight responsibilities. Based upon the application
of these criteria, the Board has no oversight responsibility for any other governmental entity since no
other entities are considered to be controlled by or dependent on the Board.

Measurement Focus, Basis of Accounting and Basis of Presentation

The Board of Operations is presented as an enterprise fund. The financial statements are reported
using the economic resources measurement focus and the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when eamed and expenses are recognized when
the liability is incurred or an economic asset is used. Revenues, expenses, gains, losses, assets and
liabilities resulting from exchange and exchange-like transactions are recognized when the exchange
takes place.

The utility follows all pronouncements of the Governmental Accounting Standards Board, and has

elected not to follow Financial Accounting Standards Board pronouncements issued after November 30,
1989.

Preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and reported amounts of revenues and expenses during the reporting period.
Actual results coutd differ from those estimates.

The financial activities of the Board of Operations-Akron Fairgrove Wastewater System are recorded
in one fund categorized as an Enterprise Fund. Enterprise Funds are of the Proprietary Fund Type and
are used to account for operations (a) that are financed and operated in a manner similar to private
business enterprises where the intent of the governing body is the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges: or (b) where the goveming body has decided that periodic
determination of revenue eamed, expenses incurred and/or net income Is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

(CONTINUED) -6-
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BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Cash and Cash Equivalents:

Cash and cash equivalents of the Board of Operations-Akron Fairgrove Wastewater System include
all deposits with financial institutions. Deposits with financial institutions are fully insured by the FDIC.

Capital Assets:

Capital assets are defined by the Board of Operations as assets with an initial, individual cost of more
than $500. Capital assets of the Board of Operations are reported at cost or the fair market value at the
time of contribution to the Board of Operations. Capital assets in service are depreciated using the
straight-line method over the following useful lives:

Years
Test Wells 20
Lagoon Improvements 15-20

Equipment 7

NOTE 2 - CASH DEPOSITS:

Deposits are carried at cost. Deposits of the Board of Operations are made in banks in the name of
the Board of Operations Treasurer. Michigan Complied Laws, Section 129.91, as amended by Public Act
196 of 1997, authorizes the Board Treasurer to deposit and invest in the accounts of federally insured
banks, credit unions, and savings and loan associations; bonds, securities, and direct obligations of the
United States, or any agency or instrumentality of the United States in which the principal and interest is
fully guaranteed by the United States, including securities issued or guaranteed by the Government
National Mortgage Association; United States government or Federal agency obligation repurchase
agreements; bankers’ acceptance of United States banks; mutual funds composed of investment vehicles
which are legal for direct investment by local units of government in Michigan; and commercial paper
rated by two standard rating agencies within the two highest classifications, which matures not more than
270 days after the date of purchase. The Board's deposits are in accordance with statutory authority.

At March 31, 2005, the carrying amount of the Board's deposits was $25,189 and the bank balance
was $25,314. Of the bank balance, $25,314 was covered by federa! depository insurance.

NOTE 3 — CHANGES IN CAPITAL ASSETS:

BALANCE . BALANCE
MARCH 31, MARCH 31,
2004 ADDITIONS DISPOSALS 2005
CAPITAL ASSETS
Building and lagoon improvements $ 6,500 $39,205 $45,795
Equipment 7127 7127
TOTAL CAPITAL ASSETS 13,627 $39.295 52,922
Less: Accumulated depreciation (8.680) (11.179)
NET CAPITAL ASSETS $ 4947 $41.743

(CONTINUED) -7
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BOARD OF OPERATIONS - AKRON FAIRGROVE WASTEWATER SYSTEM

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2005

NOTE 4 — RELATED PARTY TRANSACTIONS:

The Board operates a raw sewage treatment facility (lagoon) for the Village of Fairgrove and the
Village of Akron. Although the Board of Operations is not considered a component unit of the two
villages, it is considered a jointly governed organization. The Board of Operations generates revenue by
quarterly user charges based on gallons pumped by the two Villages. The Village of Fairgrove user fees
amounted to $13,394 and the Village of Akron user fees amounted to $9,537 for the fiscal year ended
March 31, 2005. The related accounts receivable for the Village of Fairgrove is $3,723 and for the Village
of Akron is $2,929 at March 31, 2005.

NOTE 5 - RISK MANAGEMENT:

The Board of Operations — Akron Fairgrove Wastewater System purchased commercial insurance
coverage for all general liability coverage.  Significant losses are covered by commercial insurance for
all major programs. For the year ended March 31, 2005, there have been no significant reductions in

insurance coverage. Settiement amounts have not exceeded insurance coverage for the current year or
the three prior years.





